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DEPARTMENT OF THE NAVY

.. OFFICE OF THE SECRETARY

(
WASHINGTON. D C 20350

SECNAVINST 5401. 2
AAUSN/ASN (M&RA )

28 June 1982

SECNAV INSTRUCTION 5401. 2

From: Secretary of the Navy .

Subj : Establishment, Management and Control of Nonappropriated
Fund Instrumentalities

Encl: (1) DOD Directive 1015.1 of Auqust 19, 1981

1., Purpose. To implement enclosure (1) and present policies
fo? ~ablishment and disestablishment of Nonappropriated
Fund Instrumentalities (NAFIs); provide a standard classifica-
tion system; and assign responsibilities for their management
and control.

2. Applicability. This instruction applies to all military
and clvlllan Nonappropriated Fund Instrumentalities (NAFIs)
within the Department of the Navy.

3* Policy. It is Department of the Navy policy to promote
and provide well-rounded morale? welfare, and recreation (MWI)
programs to ensure the mental and physical well-being of its
personnel. . Administration of nonappropriated funds (NAFs),
which contribute to the support of these programs? shall be

-%

accomplished only through the auspices of a duly authorized
NAFI specifically established for this purpose.

4. Responsibilities

a. The Assistant Secretary of the Navy (Manpower and
Reserve Affairs) is the principal staff assistant to the
Secretary of the Navy for morale, welfare, and recreation
matters? includinq policy on the administration of NAFIs.
In discharging this responsibility the ASN (M&RA) will:

(1)
guidance to
NAFIs.

.,,
(2)

promulgated

(3)

c?

Develop and promulgate broad policy and other
1

ensure proper administration and management of

0. t
Monitor compliance with all NAFI guidance ‘ ,
by OSD.

Serve as the principal point of contact on ‘
policy matters between the Department of the Navy, Depart-
ment of Defense and the other military services.
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b. The Chief of Naval Operations and the Commandant of
the Marine Corps are responsible~ within their respective
military service? for the following in,respect to NAFIs:

‘w’

(
(1) Development and promulgation of operational

policies and procedures;

(2) Establishment and disestablishment of NAFIs;

{3) Maintenance of a current listing, except for
Category III-A company or unit-level Military General Welfare
and Recreation ~JAFIs, identifying and classifying each NAFI;

(4) Assignment of organizational responsibility for
NAFI management, administration and control;

(5) Periodic review and audit of NAFIs to assure
continued need for each of the functions performed and that
those needs are being met in accordance with sound business
practices; and

(6) Maintenance of program performance and financial
management information~ and submission OE required reports.

5. Action. The Chief of Naval Operations and the Commandant ‘u

of t~ine Corps shall implement the provisions of enclosure
(l).

(_’

7$ ii,~ ‘ ~~
James F. Go ich
cting Secre ry of the Navy

Distribution:
SNDL Al (Immediate Office of the Secretary) (ASSTSECNAV

M&RA, only)
A3 (CNO)
A6 (CMC)

copy to:
SNDL B1 (Secretary of Defense) (ASSTSECDEF MRA&L, only)

FJ18 (COMNAVMILPERSCOM)

Stocked:
CO, NAVPUBFORMCEN
5801 Tal>or Avenue
Philadelphia, PA 19120
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August 19, 1981
NUMBER 10I5.I

Department of Defense Directive‘sD(m&L)
UBJECT Eatabliahment,Management, and Control of Nonappropriated

Fund Instrumentalities

:eferences: (a) DoD Instruction 1000.15, “Private Organizationson
DoD Installations,”September 22, 1978

(b) DoD Directive 1125.3, “VendingFacility Program for
the Blind on Federal Property,”April 7, 9178

(c) DoD Directive 1330.9, “Ansed Services Exchange
Regulations,”July 8,1980

(d) DoD Instruction 7700.18, “Nonappropriatedand Privately
Funded ConstructionProjects - Review and Reporting
Procedures,”July 24, 1978

(e) through (l), see enclosure 1
,

PURPOSE

This Directive:

1. Presents policies for the establishmentand disestablishmentof
[unappropriatedFund Instrumentalities(NAFIs).

2. Provides a standard classificationsystem for NAFIs.

3. Assigns responsibilitiesfor the ❑anagement and control of NAFIs.

B. APPLICABILITYAND SCOPE

1. The provisions of this Directive apply to the Office of the
Secretaryof Defense, the Military Departments (hereafterreferred
to as “DoD Components,”)the Joint Chiefs of Staff, the Unified and
SpecifiedCosssands,and the Defense Agencies. The term “?filitary
Services”as used herein, refers to the Army, Navy, Air Force and
Marine Corps.

2. The followingfunds are administeredand managed in accordance
with separateDoD Component regulationsand are excluded from this
Directive:

a. All funds accounted for under U.S. Treasury symbols (to
include Armed Services CosssissaryStore SurchargeFunds) and resources
acquired with appropriated funds.

b. Patients’ trust funds.

c. Prisoners’personnel deposit funds.

Enclosure (1)
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. ,. d. Contractor and subcontractor f~ds (including concessionaire funds)
om.DoD,;.installations.

~v

‘ e. Funds of private organizations (as”defined in DoD Instruction
1000.15,reference (a)).

f. Midshipmen’s Store, United States Naval Academy.
,,~

~i 1

.f “
Cadet and midshipmen personnel trust funds at service academies..

;
,,

‘-~h.Naval home resident trust funds.

i. Soldier and aimen’s home personal trust funds.

Vending facilities operated by the blind licensees under the
provis$i of DoD Directive 1125.3 (reference (b)).

kt GM?M!V ?.e#@~@ FUHd/
c. DEFINITIONS

The terms used in this Directive are defined in enclosure 2.

D. POLICY

1. It is the policy of the Department of Defense to promote and provide
well-rounded mQrale, welfare, and recreation (Ml/R)programs to ensure the mental
and physical well-being of its personnel. Administration of nonappropriated
funds (NAPs), which contribute to the support of these programs, shall be ac-
complished only through the auspices of a duly authorized NAFI (as defined
herein) specificallyestablished for this purpose.

2. A NAFI shall be established only upon the written authority of the
Assistant Secretary of Defense (Manpower, Reserve Affairs, and Logistics (ASD
MRA&L)) or the Secretary of a Military Department or designee. A request to
establish a NAFI shall include but not be limited to the purpose of the NAFI;
membership provisions, if applicable; types of functional activities to be
conducted; and a financial plan to operate these activities.

3. xJoint NAFIs may be established by agreement between the Secretaries
of the Military Departments concerned. A single Military Department shall be
designated to coordinate reporting to and communication with the ASD(MRA&L)
concerning each joint NAFI, except for coamninications of the Secretary of a

Military Department prescribed by DoD Directive 1330.9 and DoD Instruction
7700.18 (references (c) and (d)). The joint agreement shall also include
provisions for the establishment or designation of the successor NAFI within”
each of,the participating Departments.

4. Unless exempted in writing by the ASD(MRA&L) or the Secretaries of
Military Departments or designees, an advisory group shall be designated for
each NAFI (optional for Category VII, Common Services NAFIs) to ensure that
it is responsive to the needs of the personnel. The composition, function,
and purpose of this advisory group shall be detemined by the Military
Department concerned . In addition to the advisory groups, joint NAFIs will
have-a governing body known collectively as the Board of Directors.

-,
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5. Individuals,
proprietary interest

Aug 19, 81
1015.1

units, organizations?Or installationsSh+ have no
in NAFI funds or other assets. Excess or residualaccum-

ulations of NAFI assets acquired by a NAFI, may be redistributed to other
NAFIs, or otherwise disposed of, in accordance with policies and procedures
established by the Secretary of the Military Department concerned.

6. NAFI funds or assets may not be transferred to private organizations
as dividends or other distributions.

7. When control of an installation or organization is transferred from
one Military Department to another or to another U.S. Government depar-ent or
agency, the disposition of NAFI assets or liabilities shall be determined
through negotiation. These negotiations shall assure a fair and equitable
distribution of assets in consideration of current and foreseeable require-
ments of the affected installations or organizations.

.8. Management and control of NAFIs shall be exercised in accordance with
the-provisions of references (c), and (e) through (j), enclosure 1.

E. RESPONSIBILITIES
s

1. The Assistant Secrets

staff assistant to the Secretary of Defense for ❑orale, discipline, and welfare
matters, including policy on the administration of NAFIs. In discharging this
responsibility, the ASD(MRA&L) shall:

a. Develop and promulgate broad policy and other guidance to ensure
proper administration and ❑anagement of NAFIs.

b.

c.
the OSD and

d.
Components,

Monitor compliance with all NAFI guidance promulgated by the OSD.

Serve as the principal point
the Military Departments.

Establish necessary advisory
to assist in formulation and

of contact on policy matters between

groups, with representation from DoD
review of DoD policies pertainin~ to

NAFis. Standing advisory groups shall include but not be limited to the fioD
MWR Coordinating Committee; the DoD Nonappropriated Fund Personnel Policy Com-
mittee; and the DoD Nonappropriated Fund Retirement and Insurance Committee.

2. The Deputy Assistant Secretary of Defense (Administration) shall
supervise and administer the affairs of MWR activities within the immediate
offices of the Secretary of Defense and the Joint Chiefs of Staff in accordance
with policies contained in this Directive and in DoD Directive 5120.18 (refer-
ence (e)).

3. Heads of DoD Components, or their designees, are delegated the authority
to establish, maintain, and disestablish NAFIs. Specifically, they shall:

a. Maintain a current listing, except for
unit-level Military General Welfare and Recreation
ifying and classifying each NAFI.

Category III-A company or
NAFIs (enclosure 3), ident- %

Y
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b. Assign organizational responsibility for NAFI management, admin-
istration, and control.

c. Provide for the periodic review and audit of NAFIs to assure
continued need for each of the functions performed and that those needs are
being met in accordance with sound business practices.

d. Maintain program performance and financial management information,
and furnish required reports consistent with the provisions of DoD Directive
5000.19 (reference (f) and DoD Directive 5000.11 (reference (g)).

4. Directors of Defense Agencies; Comanders of Unified and Specified
Commands and Chiefs of Military Assistance Advisory Groups and Missions shall:

a. Establish, manage, and control NAFIs, in accordance with the
regulations of a single Military Department, normally that Department with
administrative and logistical support responsibility, in accordance with DoD
Directive 5100.3 (reference (h)).

b. Before establishing NAFIs, submit in writing a request to the
Secretary of the Military Department concerned, or designee, for authority to
establish NAFIs, as prescribed by the regulations of that Department.

c. Submit a request to the Military Department concerned for authority
to continue NAFIs, established as of the date of this Directive, under the
regulations of that Department.

d. Be subordinate to the Military Deparment concerned, or designee~
for purposes of compliance with DoD Instruction 1000.15, DoD Directive 1330.9,

and DoD Instruction 7700.18 (references (a)? (c)} and (d) as implemented bY the
regulations of that Department.

F. PROCEDURES

1. Criteria for Establishment or Disestablishment of NAFI.

a. Establishment

(1) To establish a NAFI, the establishing authority must determine
that there is a valid requirement for a separate organizational and fiscal
entity to support a MWR activity. The nature of the requirement must be such
that the protection and immunities accorded an instrumentality of the U.S.
Government are necessary, and there is no prohibition by or conflict with
federal statutes, Status of Forces Agreements, treaties, or applicable federal
regulation. At least one successor NAFI will be established or designated
at DoD Component headquarters level ; others may be established or designated at
those organizational levels within the Component when necessary.

(2) Subsequent to the publication of this Directive, joint NAFIs
may be established by agreement between the heads of two or more Components,
subject to the approval of ASD(MFUWL). The joint agreement shall include
provisions for establishment or designation of the successor NAFI within each
of the participating Components.

- .
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b. Disestablishment

(1) When no longer required,a NAFI shall be disestablishedin
writing by the same authorityby which establishedor as otherwisedirectedby
ASD(MRA&L).

(2) In case of NAFI disestablishment due to a complete or partial
closure of a military installation or to a cutback in DoD personnel (civil-
ian or military), NAFI assets shall be redistributed in accordance with the
provisions of DoD Directive 5410.12 (reference (i)).

2. Inter-Organization Host/Tenant NAFI Relationships

a. Provisions of DoD Directive 4000.19 (reference (j)) are applicable
to interservice, interdepartmental, and interagency support.

b. When organizations, units, or individuals of a Military Department
or De~ense Agency are stationed,either within the United States or overseas, at
an installation of another service, the installation commander’s responsibility
for NAF instrumentalities and the responsibility for the provisions of fpnds
devolves upon the command of the installation at which such organization,
unit, or individual is stationed. DoD organizations or units so stationed
shall be afforded NAF benefits and facility use privileges on the same basis
as those afforded organizations or units of the parent service of the in-
stallation. All personnel of tenant organizations and units shall be
afforded equal opportunity to participate in MWR programs; to obtain membership “
in MWR activities, if applicable; and when Departmental policies provide for
distribution to be made on this basis, to be counted for purposes of distri-
buting NAFs.

c. Exceptions to the policies in 2.b., above, may be granted under
agreements between the Military Departments or Defense Agencies concerned.

3. Standard Classification System For DoD NAFIs.

a. General

(1) The purposes of classifying NAFIs are:

(a) To assure uniformity within the Department of Defense in
the establishment, management, allocation of resource support, and control of
NAFIs.

(b) To assure understanding of the essential relationships
of NAFIs to the provision of well-rounded DoD Ml/Rprograms.

b. Categories of DoD NAFIs

(1) NAFIs shall be classified into one of eight categories as
shown in enclosure 3. All reports submitted to OSD shall reflect personnel
and financial ❑anagement data in the categories prescribed in this enclosure.

/“
/’”
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~’ ,(2) In approving NAFIs for establishment, the Military Departments
shall sv~rucbbreNAFI operations to conform with the types of activities listed ‘d’
in enclosure 3, except that Open Messes (CategoryV) may operate alcoholic
#?verage package stores (CategoryII) as separatefiscal entities. Reports
L.toOSD for such package stores shall reflectpersonneland financialmanage- {

7’ ment data in Category II.
d“” I

/ (3) Efforts shall be directed to structuring operations in exist-

0 ing NAI?Isto that prescribed in enclosure 3 by January 1982, except that Open
Messes cCategory V) may continue to operate existing swimming pools and temis
courts (Category 111.B). Secretaries of Military Departments, or their designees,
may grant additional exceptions, provided that written notification is furnished
to the OASD(MRA&L) by January 1, 1982.

G. EFFECTIVE DATE AND IMPLEMENTATION

This Directive is effective immediately. Forward two copies of
implementingdocumentsto the AssistantSecretaryof Defense (Manpower,
Reserve Affairs,and Logistics)within 120 days.

/#/#y&.
rank C. barlucci

Deputy Secretary

Enclosures - 3
1. References
2. Definitions
3. Categorization of MWR Activities and Supporting NAFIs.

6

“\_



. .

1015.l(Encl 1)
Aug 19, 81

.

REFERENCES (Continued)

(e) DoDDirective 5120.18, “DoD Concessions Cocmnittee,” April 8, 1980
(f) DoD Directive 5000.19, “policies for the Management and Control of

Information Requirements,” 12 March, 1976
(g) DoD Directive 5000.11, “Data Elements and Data Codes Standardization

Procedures,” 27 April, 1965 .
(h) DoD Directive 5100.3, “Support of the Headquarters of Unified, Specified

and Subordinate Joint Commands,” March 17$ 1981J
(i) DoD Directive 5410.12, “Economic Adjustment Assistance to Defense Impacted

Communities,” April 21, 1973

(j) DoD Directive 4000.19, “Basic Policies and Principles for Interservice,
Interdepartmental and Interagency Support,” March 27, 1972

(k) DoD Directive 5124.1, “Assistant Secretary of Defense (Manpower, Reserve
Affairs and Logistics), April 20, 1977

(1) DoD Instruction 7000.12, “Financial Management of Nonappropriated Funds
and Related Appropriated Resources,” JUIY 179 1974
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DEFINITIONS

1. Morale, Welfare and Recreation (MWR) Activities. Those activities exclu-
sive of private organizations as defined in DoD Instruction 1000.15 (reference
(a)) loc~ted on military installations or on property controlled (by lease or
other means) by a Military Department, or furnished by a DoD Contractor that
provide for the comfort, pleasure, contentment, and mental and physical im-
provement of authorized DoD persomel in terms of providing recreational and
free-time programs, self-development programs~ resale merchandise and ser-
vices, or general welfare. MWR activities may be funded wholly with appro-
priated funds, primarily with NAFs or with any combination of appropriated and
NAPs .

2. Nonappropriated Fund Instrumentality (NAFI). An integral DoD organiza-
tional entity that performs an essential government function. It acts in its
own name to provide-or to assist other Do~ organizations in providing MWR
programs for military personnel and authorized civilians. It is established
and maintained individually or jointly by the Heads of DoD Components. As
a fiscal entity, it maintains custody of and control over its NAFs. It is
also responsible for the exercise of reasonable care to administer, sa~eguard,
preserve, and maintain prudently those appropriated fund resources made avail-
able to carry out its function. It contributes, with its NAFs to the MWR
programs of other authorized organizational entities, when so authorized. It
is not incorporated under the laws of any state or the District of Columbia
and it enjoys the legal status of an instrumentality of the United States.

3. Nonappropriated Funds (NAFs). Cash and other assets received by NAFIs
from sources other than monies appropriated by the Congress of the United
States. NAPs are government funds; are used for the collective benefit of
military persomel, their dependents, and authorized civilians who generated
them. These funds are separate and apart from funds recorded in the books of
the Treasurer of the United States.

4. Successor and Central NAFIs. Terms explairiing the financial relationships ~
that exist between NAFIs established within the DoD Components. These relation-;
ships are intended to assure that the financial administration of NAFIs within
the Department of Defense is not only responsive to the MWR needs of the ,, “
participants but also recognizes the necessity for a NAFI to be fiscally
responsible and financially solvent at all times. More specifically:

a. Successor NAFI. A NAFI designated by DoD Components to provide
financial support and assistance to its assigned NAFIs, as required; receive
or redistribute excess assets”of its assigned NAFI; receive or distribute
residual assets of a dissolved assigned NAFI; or assume residual liabilities”
of a dissolved assigned NAPI.

b. Central NAFI. A successor NAFI at a DoD Component or Military Service
,headquarters level. In the interest of clarity, the term “Central” shall be
used only to designate successor NAFIs at DoD Component or Military Senice
headquarters level.
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